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In examining the legislation the following basic principles 
are Teriected: 


ke The basic policy on which the Commission operates is as stipulated 
by the government. Day-to-day administration is delegated to 
the Commission, who carry out their responsibilities in 


accordance with government policy. 


ae The Commission reports to the Minister of Health and Social 
Development , (The Legislation provided for the reporting to a 
Minister designated by the Executive Council in order to deal with 
an interim period.) 


ae The Commission officially consists of a three man, full time 
Executive Committee, plus the Chairman of the Alberta Health 
Care Insurance Commission and four citizens appointed by the 
Executive Council. It was the intent of the government that the 
four citizens should provide perspective from: 


(1) 


(2) - rural municipal backgrounds 


urban and 


(3) 
(4) 


4. The by-laws of the Commission provide for specific appeal procedures 


one with hospital orientation and 


one with a medical view point. 


to the Commission as a whole. It was hoped that the presence of 
four non-government employees on the Commission would provide 
assurance to local authorities that their hospital had been fairly 
treated in relation to allocation of the operational revenues 

made available by the legislature. 


Ds The Commission is responsible for active and auxiliary hospitals, 
nursing homes and senior citizens' lodges. The latter were — 
placed under the Commission primarily because of the increasing 
necessity, particularly in rural areas, to plan the supply and 
location of senior citizens' lodges in relationship with 
nursing homes. Failure to do so in the past had resulted in 
the fact that many people were in nursing homes who actually 
could be cared for in senior citizens' homes. The policy was 
also developed in accordance with requests from many areas to 
allow for development of joint complexes, including active, 
auxiliary, and nursing home beds under one jurisdiction. Authority 
to allow this was provided for under amendments to the Hospitals 
ACt at the 19/1 session. 
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6. Each year the Commission is expected to submit a program along 
with capital and operational estimates for that program. Following 


approval in principle, the estimates are incorporated into the 
estimates in the usual manner. 


The Commission administers funds voted by the legislature in accordance 
with the program approved by the Executive Council through the Minister, 
and government policies as defined by regulations or by written 
directives of the Minister. The funds are administered by the Commission 
in accordance with the provisions of the Financial Administrative 
Procedures Act on a preaudit or postaudit basis as the provincial 
auditor so chooses. 


8. Any expenditures in excess of the appropriation require approval 
by the Executive Council in the usual manner. 


9. Hospital construction requires policy approval by the government, but 
funds for construction are allocated to each project on a formula 
basis defined in the regulations under the Hospitals Act (this 
formula basis is to be developed). Even though funds will be provided 
mainly by debentures, allocation will probably be on a per bed 
basis which would vary with the size of the hospital. 


If: Operational funds are allocated in accordance with ground rules 
approved by the government. 


Bhs eincentire procecures for allocation of operational funds do not: 
lend themselves to mathematical formulation in regulation forn, 
and appeals relative to allocation of the funds to individual 
hospitals can be expected on an ongoing basis, the by-laws of the 
Commission provide for specific appeal procedures. The Commission 
#S5 expected to live within the funds provided by the legislature 
and the method of allocation is in accordance with government 
approved procedures. The decision of the Commission on financial 


Pppedis t5 tO be final. 


Thus, the funds for services as a whole, are administered by the 
Commission in accordance with stipulated government policy, as 
compared to the former situation, where every hospital demanded 
special financial consideration and reiied on political pressure to 
get it. In the absence of funds to respond to such pressures the 
Commission is forced to rely on predetcrmined government policy. 

It was the intent of the former government that appeals to the 
Minister and Executive Council would be restricted to policy 
matters as opposed to second guessing the Commission on administrative 
matters. This approach does require the formuiation of short and 
long-term plans by the Commission and that they be up-dated annually 
and in considerable detail as part of the Commissions annual budget 


presentation to the Minister and Cabinet.: 


Digitized by the Internet Archive 
in 2022 with funding from 
Legislative Assembly of Alberta - Alberta Legislature Library 


https://archive.org/details/ableg_33398004677869 
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Certain matters provided for in the Hospitals Act RSA 1970 remain 
under the direct jurisdiction of the Minister. The more significant 
of these powers are as follows: 


(a) When Councils of included municipalities within each ward of a 
a hospital district are requested to nominate a person or 
persons as required for membership on the First District Board 
by the Commission, and fail to do so within 30 days of the 


request, the Minister may by order make nominations on its 
behalf. 


(b) The Order incorporating hospital districts shall be made by 

the Vaeutenant Governor in Council. 
& 

(Cs) If an included municipality in a hospital district fails to make 
payments requisitioned by the District Board or Hospital Board, 
the Minister may require the provincial treasurer to pay any 
Srants payable. .-.. . 


(d) Wrere under the Alberta hospitals Act, an act’ or tinge as 
ginccced to bé done by .a municipality ori Council, om Dastrict 
Board and the act or thing is not done, the Minister may continue 
to do the act or thing. 


(e) Removal of Discharged Patients: In the event of a dispute 
arising between a Council and a Board in respect of this 
section, the matter may be referred to the Minister and the 
Minister will continue to determine all questions involved in 
the dispute. : 


(f) The Minister has the authority on behalf of the Government of 
Alberta and is deemed that he always has had the authority to 
enter into an agreement under the Canada Act and to amenj such 
agreements from time to time as circumstances require: 


(g) The Minister retains the authority to remove the Hospital Board 
and have the Commission appoint an administrator and vice versa. 


2 ‘ f : p ' 
WF an “ y — 
WMOSDITALS A Vice 
4 ed ee 


Peewee Ue FOR A HOS PITAL COMMIS S70 N 
ENE DLO N 


In analysing the matter of hospital services and in assessing 
the future problems, one is first confronted with the fact that the 
costs of operating hospitals in Alberta has doubled in the past five years. 
This is due in part to inflation - a problem that applies to all departments 
of government. 


Of second and perhaps greater significance is the fact pedavewieer 
because of Alberta's favourable cash position during the 1950's and early 
60's, the residents of Alberta now enjoy the highest per capita supply of 
hospital beds in Canada - 1/3 above the national average. In addition, 
we have the only pniversal publicly subsidized nursing home program in 
Canada (Ontario is just developing a program and other provinces are 
seriously considering nursing home programs. These programs are being 
developed as lower cost alternatives to high cost active treatment 
hospitalization). 


Related to this is the fact that the supply of doctors in 
Alberta has increased by 50% in the period 1966-70. With the start of the 
medical school in Calgary and with the expansion of the medical school 
in Edmonton, Alberta will be graduating more doctors within four or five 
years, than will British Columbia, Saskatchewan and Manitoba combined. 
Arsogthe aoctors in Alberta are now the highest paid in Canada. Without 
Slanotering. it 15 safe to state that a greater supply of doctors wall 
Prpavceserejater demands for facilities. in spite of the relatively good 
Supp veoteraciiities we already have. . 


In, the opinion of the former government, mone of the 
forgoing would be of concern if we could assume that our economy and 
tax revenues would sustain a rate of growth which would finance the rapidly 
escalating costs of health services. In order to appreciate that such 
was not the case, the government compared the 6% increase in funds 
aVailabie for the 1971-72 fiscal year for expanded health service costs 
with the average annual increase of 15% per year over the previous five 
years. There was, therefore, an incremental 10 million dollars or 12 
million dollars actually available in the 71-72 fiscal year compared with 
an estimated 25 million dollars - 30 million dollars that would have 
been required to keep up with the trend of the previous five years. 
Government policy dictated that economies of operation must be achieved 
in order that we live within our means, or the equivalent of a 1 1/2 per 
cent sales tax would have to be levied each year to maintain the necessary 
flow of incremental funds. (These points regarding the financial crisis 
of health care in Canada are adequately expanded in the task force 
reports and of course, the financial facts were the basis of concern that 
led the provincial health ministers to request a task. foree: on the cost 
of health care, to be coordinated by the Federal Government some two 


years ago). 


The former government did not feel that the above points of 


trying to keep up with the past growth rate in health services necessarily 
dictated the establishment of a Commission. 


The former government proceeded on the hypothesis that a general 
tightening-up, in the interest of keeping incremental costs within 
the revenue producing capabilities of the present tax structure was 
necessary, and then examined the past methods of administration. 


New Construction 


Ever since the introduction of the federal hospitalization scheme, 
the Province of Alberta has paid practically 100 per cent of the cost 
of constructing hospital facilities, but it left the basic responsibility 
for carrying out construction in the hands of the local Board. Failure 
of the former Hospitals Division departmental staff to authorize payment 
in full for every dollar that a local Board chose to spend, automatically 
led to appeals to the Minister, and lacking a favourable response led to 
aiteeppeal tO the Cabinet or a Cabinet Committee. This was, of course, 
in keeping with the fact that all hospital construction was authorized 
by Order-in-Council. Mr. Henderson felt that as a result of this 
approach to decision making, relative to the allocation of the limited 
funds available for hospital construction, there was a basic absence 
of any degree of local financial accountability. This stemmed from the 
absence of any formula bringing into regulations factors which could be 
identified as government policy for provincial contributions to hospital 
construction. 


In the absence of such a clear cut formula, it became apparent 
to all Hospital Boards, that allocation of provincial funds for construction 
of hospital facilities, was based on arbitrary decisions on the part of 
government which could be arbitrarily changed by the Minister or, 
failing satisfactory response, changed by the Cabinet who authorized 
the amount committed in the first place. Hence, it became well established 
in the minds of local Boards, that unrelenting pressure applied against 
the government at progressively higher levels, would eventually produce 
the funds to cover over-expenditures on the part of the Boards during 
the construction period. Since every hospital construction project 
invariably exceeded the provincial comnitment, it seemed inevitable 
that the final settlement for every project tended to get the Cabinet 
involved directly through the Minister or other channels. 


In assessing this pressure to which the Minister would be 
subjected under the present and older system, Mr. Ilenderson contrasted 
the method of handling hospital construction with that employed by 
schools where construction was authorized by a group of departnental 
officials and final Ministerial approval was forthcoming in the form of 
acceptance of the tender for construction. This procedure appeared to | 
work for school construction basically because of the fact, that government 
policy relative to school construction financing, was clearly defined 
by regulation in a rigid formula. It was also a long established 
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policy that any expenditures in excess of the school foundation plan 
grants would be a local responsibility. 


The size of the hospital operation, the lack of funds, the unrelenting 
pressure to spend funds which had become short in government, seemed to 
dictate that a grant formula be established by regulation for hospital 
construction and that it be applied uniformly. Armed with such a policy, 
and prior Ministerial approval for priority of projects, the financial 
administrative responsibility could be delegated to the Commission as 
in the case for schools. (Note: This type of formula is yet to be | 
established. ) 


Mr. Henderson did not think that a Commission was necessary for 
such a new approach. He thought, however, that in the absence of a 
Commission it would be much more difficult to wean Hospital Boards away 
from the well entrenched process, whereby all aspects of hospital construction 
Costs are resolved at either the ministerial or cabinet level, and reiterated 
that the establisment of a Commission armed with clearly defined regulations 
and formula relative to hospital construction financing seemed highly desirable. 


Hospital Operating Costs 


Much more significant are the problems related to hospital operating 
SOSUS., 


Two years of operating costs are roughly equivalent to the cost of 
construction. As with construction, the province has traditionally paid 
close to 100 per cent of hospital operating costs, but day-to-day control 
rests with the local Hospital Board. Again, there has been no formula 
framed in regulations for the uniform distribution of the funds available 
for hospital operation. 


The absence of a formula stems from the widely varying utilization 
of hospitals of comparable size and costs, which is directly related to the 
number of doctors using the facilities and their qualifications. Thus, the 
presence of an industrious surgeon in a small hospital, can produce 
operational costs far in excess of those experienced in a hospital of 
similar size and equipment where doctors do little surgery. 


In the past, at the outset of each year, each hospital has been 
assigned an arbitrary level of provincial-financial support which has 
been determined largely by judgement values applied to the previous years 
operating costs for that particular hospital when compared to the average 
of other hospitals providing a comparable (but not identical) lovel of 
service. At the year end, the level of provincial payment was examined 
the actual expenditures and where the over-expenditures 
an additional payment was made to cover all or part of 
Since there has been no foraula on which to 


in comparison with 
seemed reasonable, 
hospital operating deficit. 


Rusk 


assed 


base the original payments, every payment is, therefore, subject to 
arbitrary judgement values. If the Commission fails to pay all of a given 
hospital deficit, it invariably would lead to direct appeals to the Minister. 


In this area too, Hospital Boards have come to realize that pressure 
usually produces the revenues to cover deficit. Control of costs begins 
with decisions made before the money is spent, not in arguing about it after 
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the fact. In an effort to curtail the rapid escalation in costs, every 
Hospital Board and Municipai Council was informed by letter early in 1970 
that any hospital expenditures in excess of provincial payment would, 
henceforth be the responsibility of the Board. In 1970, it was estimated 
that approximately 4 1/2 million dollars had to be financed by the local 
tax payers in approximately 1/2 of the hospital districts in the province. 
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In the absence of funds to increase provincial payments for 1971 
in accordance with labor settlements etc., it was estimated that a 6 per 
cent increase in settlements would raise the province wide hospital deficit 
€O be Carried by the local tax payers to an estimated 14 million dollars. 
This compared favourably to the previous province wide four mill levy and 
hospital deficits that were carried by the property tax payer in the province 
in 1968. 


it was the theory of povernment that the transfer of responsibility 
and accountability to the tax payers would encourage boards to try and 
Sereroterxpencuttures of else levy taxes locally. Mr. Henderson felt that 
absence of an identifiable formula for allocating provincial funds, along 
with different payments for comparably sized hospitals, would probably 
Jead to endless appeals to the Minister and to the Executive Council to 
provide funds, which are in short supply. He did recognize that the 
province would need to make special payments to hospital districts which 
have an unusually low per capita equalized assessment. 


As recommended in the task force reports the policy of the 
Commission was to be one of regionalization, and perhaps to embark upon 
a program of consolidation of hospital districts that could deal with the 
problens of a number of small uneconomic or obsolete hospitals in rural areas. 
If thirty minutes travelling time is used as a grcund rule for access to a 
hospital in rural Alberta it was the former governments opinion that at 
least thirty hospitals should be closed. It also was the opinion of 
government that in the cities, the number of Hospital Boards should be 
reduced in the interest of lessening demands from within the medical 
profession that every type of service be made available in every hospital. 


In reviewing this policy, one must accept as valid the conclusion 


that there is an absence of funds to keep up with the rate of growth | 
of costs and the government felt that they were faced with two alternatives 


for dealing with the problen: 


Pe: If the operation is left directly under a Minister, the problems of 
dealing with the administrative difficulties in controlling operational 
costs would necessitate the appointment of a Minister concerned solely 
with hospital operations. This was felt necessary in order to cope 
with appeals from locai authorities against the discretionary process 
by which hospital funds are allocated for operational purposes. 


It was felt that Cabinet must be prepared to spend increasing amounts 
of time listening to appeals from local authorities against Ministerial 
inabilities to dispense funds that he does not have. 


2c To annunciate general policy for dealing with the situation and frame 
anto regulation to the extent possible formula for the allocation of 
funds, and delegate to a Commission the authority to deal with the 
distribution of such funds as are made available for hospital services. 
Any appeals to the Minister or to the Cabinet would relate to matters 
of policy as is now the case with schools. 


Conclusion 


It was the opinion of Mr. Henderson and the former government, 
Pigeetic .anability to maintain the pace of recenG years in expansion of 
programs and services, the rapidly escalating costs of existing services, 
Phe general absence of any appreciable element of local financial accountability, 
the general inability to apply arbitrary formula on which to base allocation 
Gfetimds to cach hospital, the entrénched beliem an the minds of local 
authorities that funds for continued 100 per cent provincial payment of all 
construction and operational costs could be generated by the simple application 
of pressure, the necessity to regionalize services and phase out obsolete 
services, the need to reduce the number of local authorities involved 
in the operations, the needs for coordinated, long-term planning for the 
Services in total, and the necessity in future of making decisions in 
accordance with clearly defined government policy, in total suggested that 
a Commission offered the most desirable approach to deal with the problems. . 
It was their opinion that a Commission which did not have to take responsibility 
£0r policy would be able to deal more effectively with the actions thought 
necessary to control the rate of escalation within the system in the iumediate 
future. Mr. Henderson felt that the Commission would not produce the desired 
results unless it was granted a clear mandate to expeditiously carry out 
government policy directives with an absolute minnum of subsequent political 


interference. 
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